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BETTING: LEGAL AND ILLEGAL 


eo for gambling, instinctive in many individuals, 
can now be gratified in this country with less difficulty 
than at any time for years. Gradual extension of legal 
betting, and relatively lax enforcement of federal, state and 
local anti-gambling laws, seem to reflect a more tolerant 
public attitude toward betting in general. Sen. Estes Ke- 
fauver (D Tenn.) complained recently that a good many 
people had “so far forgotten the lesson” of the hearings 
held a decade ago by the Special Senate Committee to In- 
vestigate Organized Crime—a committee which Kefauver 
headed—that “they now propose legalization of gambling 
or the spread of legalized race betting to off-track locations 
where hoodlums will be even more difficult to control.” ! 


No reliable estimate of the total dollar volume of gam- 
bling, lawful and unlawful, is available. However, there 
are indications that it is enormous. Pari-mutuel betting 
by 30 million persons at thoroughbred horse race tracks 
totaled about $2.4 billion in 1959, and it is a rule of thumb 
that for every dollar bet legally at the track, at least two 
dollars is bet with bookmakers. Perhaps as many as a 
million persons can be counted at bingo tables every night. 
It has been conjectured that seven million tourists gamble 
$3 billion annually at Nevada’s casinos. 

Players of slot machines in the four Maryland counties 
where they are legal feed the contraptions some $12 mil- 
lion a year, and thousands of the “one-armed bandits” 
operate sub rosa in lodges, clubs and other places across 
the country. The numbers racket is said to gross a billion 
dollars a year in New York City alone. Millions of dollars 
are wagered with professional bookmakers on the outcome 
of baseball, football and basketball games. The old Ke- 
fauver committee estimated “conservatively” in 1951 that 
$20 billion changed hands annually in illegal betting. Most 
observers believe the figure is much higher today. 


Statement read for Kefauver, April 27, at public hearing on illegal gambling held 
by State of New York Commission of Investigation, New York City. 
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Illegal betting has two particularly offensive features. 
It is likely to lead to corruption of public officials, and its 
huge profits may provide capital to launch new illegal en- 
terprises of other kinds. It is a maxim of the business that 
connivance of local authorities is necessary to the success 
of organized illicit gambling in any community. Public 
authorities obviously must close their eyes in cities and 
states where illegal gambling is carried on regularly with 
little attempt at concealment. Casinos in Newport, Ky., 
for example, take in an estimated $20 million a year from 
slot machines and casino-type games in direct violation of 
Kentucky laws. Newport, across the Ohio River from Cin- 
cinnati, has been one of the country’s big centers of illegal 
gambling for about 60 years. One of every 145 adult resi- 
dents of the town holds a $50 federal gambler’s stamp.’ 


Professional gamblers operate in many states without 
molestation by law officers. The New York State Com- 
mission of Investigation in a report on Oct. 13, 1959, pic- 
tured Ithaca as a place in which gamblers were entrenched 
despite the fact that local officials were aware of their ac- 
tivities. Bookmaker headquarters was found to be located 
75 yards from police headquarters. Football pools were 
conducted on the campus of Cornell University. In fact, 
the commission found that “Every form of illegal gambling 
was present in Ithaca.” 


The commission reported, April 20, that a bookmaking 
ring in central New York State did an annual business of 
$250 million and had tie-ins with a gambling syndicate in 
14 states. These operations were said to yield an average 
profit of 10 per cent, or $25 million. William D. Walsh, 
assistant counsel to the commission, said bookmaking had 
flourished in the same communities for years without in- 
terference by the police. Fifty-two Richmond, Va., police- 
men sought the protection of the Fifth Amendment last 
March when called before a federal grand jury investigat- 
ing gambling. Eighty-six police officers in the same city 
acknowledged a few weeks later that in the preceding 13 
months they had visited either the home or the place of 
business of a man under indictment on gaming charges.® 


2James A. Maxwell, “Kentucky’s Open City,” Saturday Evening Post, March 26, 
1960, p. 22 

8 Fifty of the policemen who had been called to testify about their associations 
with the gambler were spared from appearing when, on May 13, the gambler pleaded 
guilty to 11 federal charges Harry L. Donovan, sentenced a week later to four 
years in prison, had been depicted as operating a $2 million-a-year numbers racket 
without fear of arrest 
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USB OF ILLEGAL GAINS TO FINANCE ORGANIZED CRIME 


Illegal gambling is believed to be organized crime’s prin- 
cipal source of capital funds for financing new criminal 
ventures. Betting revenues have replaced the bootlegging 
profits that crime syndicates once tapped to promote ex- 
pansion of such activities as narcotics peddling, prostitu- 
tion, even loan-sharking. A Brooklyn, N. Y., grand jury 
reported on Feb. 25, 1959: “(Gambling is the very heart- 
beat of organized crime both on a local and national scale. 
Strangely enough, this vital finding, which should be ap- 
parent to everyone concerned with the problem of law 
enforcement, is recognized in theory but virtually ignored 
in practice.” 


Sen. John L. McClellan (D Ark.), chairman of the re- 
cently disbanded Senate Select Committee on Improper 
Activities in the Labor or Management Field, said on April 
28 that the committee was “convinced of the existence of 
a criminal syndicate, that it was expanding, and poses a 
threat to society.” McClellan added that “There can be 
little doubt that illegal gambling, which is an important 
source of revenue to this group, contributes greatly to that 
threat.” 


U.S. Attorney General William P. Rogers has said that 
“The syndicate bosses extract millions daily from bets 
placed with bookmakers and numbers operators.”‘ Sus- 
picion has been voiced that even in Las Vegas, Nev., where 
gambling is legal and controlled, vast sums are channeled 
to the underworld through hidden holding of interests in 
the casinos by criminal elements. Las Vegas casinos re- 
port to tax collectors a gross “‘take” of about $150 million 
a year. It has been asserted that “The gold pouring into 
the pockets of the underworld [from Las Vegas] is doing 
more to increase our big-city gangs’ potential for evil— 
including the corruption of officials—than anything since 
Prohibition.” 5 


Sen. Kefauver summed up the situation in a statement 
to the New York State Commission of Investigation on 
April 27: “The corrupting of private citizens and public 
officials by the racketeers, hoodlums and gamblers, the in- 
trusion of big-time crime into some legitimate businesses 


* William P. Rogers, “The New War On Organized Crime,” Parade, Feb. 7, 1960, 
p.7 
5S Lester Velie, “Las Vegas: The Underworld’s Secret Jackpot,” 


Reader's Digest, 
October 1959, p. 138 
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and labor organizations—all these could be duplicated or 
revealed as worse today than they were in 1949 to 1951.” 


NEw LAWS TO COMBAT BOOKMAKING IN NEW YORK 


Most gambling law violators who are apprehended and 
convicted get off by paying a small fine. Experience has 
shown that such fines have little or no deterrent effect. 
The cash penalties are viewed by bookmakers as no more 
than an item in the cost of doing business. Only 23 of 
3,892 arrests for bookmaking in New York City last year 
led to jail sentences. Although the Massachusetts legisla- 
ture in 1957 made jail sentences mandatory in gambling 
cases for second offenders, “only one man has gone to jail” 
under the new law.® Philadelphia Police Commissioner 
Thomas J. Gibbons complained in January 1959 that fewer 
than 1 per cent of gamblers arrested in that city received 
jail sentences. 


Whether more rigorous enforcement of anti-gambling 
laws offers hope of breaking the power of gambling syndi- 
cates is a question to which New York State is now seek- 
ing the answer. The state’s law enforcement officials were 
given new weapons for waging war on professional gam- 
blers on April 18 when Gov. Nelson A. Rockefeller ap- 
proved two bills for that purpose. The first measure made 
mandatory the fingerprinting of persons arrested for lot- 
tery or bookmaking violations’ and prescribed minimum 
jail terms of 10 days for a second conviction and of 30 
days for subsequent convictions. The second bill made 
possession of bookmaking records a misdemeanor and 
made it a felony for anyone to organize or profit from 
gambling syndicates. An additional statute approved by 
the Governor transferred jurisdiction of gambling mis- 
demeanor cases in New York City from the Court of Spe- 
cial Sessions to the Magistrates’ Courts, where they could 
be handled more expeditiously. 


A one-man campaign against gamblers was waged in 
New York City early this year by Chief Justice John 
Murtagh of Special Sessions, who handed out more prison 
sentences after his appointment last February than had 
been imposed in that court in years. Judge Murtagh per- 
sonally favors legalization of gambling under public con- 
igi Judge Elijah Adiow, “Gambling, the Legal Vice,” The Nation, Feb. 27, 1960, p 


7 Persons arrested in New York State on gambling charges formerly were not 
fingerprinted unless convicted 
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trol; he sent offenders to jail to provoke public discussion 
of the shortcomings of anti-gambling legislation. 


The New York State Commission of Investigation, estab- 
lished in 1958 for a period of five years, represents a unique 
experiment in the attack on organized crime. As a purely 
investigative agency, the commission is bipartisan, highly 
mobile, may compel testimony and production of documents, 
and is empowered to confer immunity on witnesses. One 
of the principal accomplishments of the commission over 
the past two years has been to disclose the extent of illegal 
betting in the state. In its annual report for the year 
1959, the commission declared: “The major law enforce- 
ment problem of this state today is professional gambling 
in all its aspects and ramifications. Professional gamblers 
are the major corrupting influence in our life today.” 


The commission on May 22 proposed measures to curb 
gambling in New York State. It recommended enactment 
of state laws to prohibit intrastate transmission of gam- 
bling information, to authorize padlocking of premises on 
which illegal gambling had been carried on, and to subject 
to forfeiture any monies found on the premises of a gam- 
bling establishment or on the person of anyone present in 
such a place. 


New York’s commission recommended also the passage 
of bills now before Congress to prohibit transmission of 
general gambling information, to sanction use of testimony 
obtained by court-authorized wire-taps, and to disallow tax 
deductions for expenses related to criminal activities. The 
commission, urging the public not to support gambling 
syndicates, cautioned that “however unwitting, a $2 bet 
with a bookie is a direct contribution to the underworld.” 


Other states disturbed by gambling inroads have not been 
wholly idle. Maryland in 1958 enacted a unique law mak- 
ing issuance of a federal gambling stamp for a pinball 
machine prima facie evidence that the machine was being 
used for gambling. The statute in effect made possession 
of a federal gambling stamp a state crime. A case now 
pending in a county court will provide an initial test of the 
law’s constitutionality. 


WEAKNESS OF FEDERAL GAMBLING TAX PROVISIONS 
Basic police power to deal with gambling offenses rests 
with state and local authorities. A federal official has said 
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that “Effective control of gambling in any area depends 
entirely upon the degree of enforcement which is given to 
local gambling legislation.” * Federal efforts to curb gam- 
bling were instituted, however, when it became apparent 
that state action against criminals who recognized no state 
lines was not effective. 


The Revenue Act of 1951 added to the Internal Revenue 
Code three provisions affecting professional gamblers. One 
provision required persons engaged in accepting wagers, 
with certain exceptions (operators of pari-mutuels, coin- 
operated devices, etc.), to register with the District Di- 
rector of Internal Revenue. Registration lists were to be 
open to public inspection, so that, theoretically at least, 
every person registering would thereby make himself 
known to local police officials. A second provision required 
registrants to pay an occupational tax of $50 a year. Fin- 
ally, sums wagered were made liable to a 10 per cent excise 
tax—a levy calculated to put bookies out of business. Fail- 
ure to pay either the occupational tax or the excise tax was 
made a misdemeanor, willful evasion of either tax a felony.® 


Although these provisions gave federal agents a handy 
weapon for use in prosecutions for income tax evasion, they 
failed to have much effect on the volume of gambling or 
to yield much revenue. Sales of the $50 tax stamp to per- 
sons pursuing the occupation of wagering, for example, 
dwindled from 19,855 in fiscal 1952 to 8,448 in fiscal 1959. 
Federal enforcement of the gambling tax laws appears not 
to have been notable for its vigor in recent years. Officials 
are said to feel that the additional revenue to be obtained 
hardly justifies the effort and expense involved in rounding 
up and prosecuting small-time operators, who as often as 
not come to federal attention through local convictions 
stemming from failure to make protection pay-offs. Fed- 
eral attorneys on occasion have encountered hostility in the 
courts when prosecuting persons who obviously are only 
the “small fry” of organized gambling. 


In wagering tax cases during fiscal 1959, indictments 
and informations were obtained against 483 persons. Pleas 
of guilty or nolo contendere were entered in 253 of the 415 
cases disposed of in the fiscal year, and 25 defendants were 


®Speech by Malcolm R. Wilkey, Assistant U.S. Attorney General, Nov. 5, 1959, 
before New England Citizens Crime Commission, Boston, Mass 

®*The Revenue Act of 1951 also increased an existing annual federal tax on coin- 
operated gambling devices from $150 to $250. A total of 17,560 federal tax stamps 
required under this provision were sold in fiscal 1959 
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convicted after trial; 24 defendants were acquitted and 
113 of the cases were nol-prossed or dismissed. Federal 
law sometimes can display sharp teeth. Eight gamblers 
who operated a multi-million dollar betting ring in Terre 
Haute, Ind., were sentenced at Indianapolis on Sept. 10, 
1959, to five years in prison and fined $25,000 each. They 
had been convicted of conspiracy to evade federal excise 
taxes and of failing to register as a syndicate.’ 


Efforts to enact legislation that would cut off the essen- 
tial flow of specialized gambling information to bookmak- 
ers have failed repeatedly in Congress. Some of the bills 
have proposed to deny use of interstate communications 
facilities to persons or groups intending to devote the in- 
formation transmitted primarily to conduct of gambling 
activities. The clinching objection to a ban of this kind 
has been that it would encroach on First Amendment pro- 
tections of freedom of speech and of the press. Bills that 
would require a delay in transmission of sports results for 
a designated period of time have been objected to as dis- 
criminating in favor of one news medium as compared 
with another.”! 


Forms of Legal and Illegal Gambling 


AMERICAN gambling tastes have been shaped to some 
extent by the action which states have taken to make cer- 
tain forms of gambling legal and by the ease or difficulty 
of carrying on other forms of gambling without detection. 
Horse-race bettii.g under the pari-mutuel system has be- 
come the principal legal type of gambling. Bingo games 
held in the name of a charity have been countenanced by 
some, mostly eastern, states. Opposition to legalization of 
slot machines and of casino-type games of chance is gen- 
eral. The numbers game is perhaps the most pernicious 
of the unlawful forms of gambling. 


Twenty-four states now permit pari-mutuel horse-race 
betting. Kentucky led the way in 1906, and the system 


© Treasury agents on April 27 staged a series of gambling raids at 81 locations in 
57 cities and arrested 108 persons on charges of failure to buy the $50 gambling tax 


stamp. Conviction on this charge may result in five years of imprisonment and a 
fine of up to $10,000. 


“See “Gambling Controls,” £.R.R., 1951 Vol. Il, pp. 859-862 
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spread rapidly after that. Today, Rep. Paul A. Fino 
(R N.Y.) told the House on Feb. 23, “Horse-racing is no 
longer the sport of kings for amusement but the sport of 
governors for revenue—it is no longer used to breed horses 
but to improve state treasuries.” 


Thoroughbred racing in the 24 states in which pari- 
mutuel betting is sanctioned by law attracted a record 
attendance of 30,179,583 persons in 1959—3 per cent more 
than in 1958. Pari-mutuel turnover from this type of horse 
racing totaled $2,377,453,758, with $183,260,063 going to 
the states. Quarter horse racing and racing at fairs in 
ten states drew 2,024,559 persons, who bet $89,542,842, 
with $4,772,188 going to the states. 


Thirteen of the states which authorize pari-mutuel bet- 
ting at thoroughbred races also allow harness racing pari- 
mutuels. An all-time record sum of $779,157,981 went 
through the pari-mutuel machines at harness racing tracks 
in 1959—$66 million more than in 1958. Attendants at 
harness races last year numbered 13,246,972, compared with 
12,769,494 in the previous year. The states had a record 
“take” of $55,356,404 from harness tracks. 


Revenue from horse racing has become an increasingly 
important factor in state finances. From a modest $6,024,- 
193 in 1934, when statistics were first compiled, the total 
climbed steadily to $243.4 million in 1959—10 per cent 
more than in 1958 and 110 per cent more than in 1950. 
The aggregate amount bet at pari-mutuel windows last 
year was up only 7 per cent from 1958, but several of the 
24 states that tax horse-race betting raised their cut of 
the “handle.” Under the pari-mutuel system, between 12 
and 16 per cent of the money bet on a race goes to the 
track or is paid out in state and local taxes. 


Rising costs of state government have generated pres- 
sure to legalize horse racing or, in states which already 
authorize it, to lengthen the racing season as a means of 
augmenting state revenues. Gov. Robert B. Meyner of 
New Jersey suggested on Feb. 13 that, to meet racing com- 
petition from neighboring states, New Jersey might extend 
its annual racing season, enlarge its daily card of races 
from eight to nine, acquire control of privately owned 
tracks, or seek public approval—through a referendum— 
of night harness track racing. New Jersey had hoped to 
collect about $25 million from its four tracks in the present 
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PARI-MUTUEL RACE TRACK BETTING, 1959 
Attendance Pari-mutuel Revenue 
at tracks turnover sti 
(000’s omitted) 

Arizona 278,825 $ 20,894 

Arkansas 318,566 ,120 

California’ 6,843,675 493,720 

( olorado 335,720 4,352 

Delaware* 1,205,611 908 

Florida* 1,491,337 404 
Illinois 3,769,716 273 
Kentucky* 753,096 51,201 
Louisiana 949,544 067 
Mains . 256,968 5,175 
Maryland* 2,200,124 492 
Massachusetts* 1,642,823 ,268 
Michigan’* 2,088,955 777 
Nebraska 646,427 34,542 
New Hampshire* 175,207 57,885 
New Jersey* 3,013,679 283,716 
New Mexico 335,042 27,466 
New York* 209,022 967.881 
Ohio 2,526,543 PR R51 
Oregon 281,000 9,104 
Rhode Island 1,147,129 5757 
South Dakota 73,500 3,901 
Washington 282,957 23,324 


West ig 1,595,348 


45,451,114 
* Totals include attendance, 
well as thoroughbred races 


Source: National Associatior 


fiscal year, but Meyner said he feared that competition 
from nearby states might cut into New Jersey’s estimated 
revenue. 


Delaware has lengthened its racing season from 50 to 
73 days. Pennsylvania soon will join the list of states 
allowing harness racing. Voters in 14 Pennsylvania coun- 
ties held referendums, April 26, on the question of author- 
izing harness tracks in the respective counties. Eight 
counties turned down the proposal, but six counties (four 
of them in the southeastern corner of the state) approved 
a plan under which a newly created Pennsylvania Racing 
Commission will be empowered to license corporations to 
operate harness tracks, each with 30 days of racing a year. 
Proponents of pari-mutuel betting on harness races in 
Pennsylvania had argued that the state was losing $10 
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million to $20 million a year in potential tax revenue to 
adjoining states.’ 


BINGO’S POPULARITY AS PASTIME AND MONEY-RAISER 


Housewives in the lower or lower-middle income groups 
predominate among the devotees of bingo.'* Because most 
bingo sessions are staged in the name of a local charity or 
benefit, police seldom interfere in places where the game 
violates the gambling laws. Only 12 states—Alaska, Con- 
necticut, Maine, Maryland, Minnesota, Nebraska, Nevada, 
New Hampshire, New Jersey, New York, Rhode Island, 
Vermont—have legalized and regulated bingo playing. 


3ingo was marketed originally by a toy manufacturer 
in 1929 as a household game. Each player gets a card 
that usually contains five columns of five numbers each, 
with the exception of a free square in the center. The 
columns have varying combinations of numbers from 1 
to 75. Players purchase cards and a supply of counters 
and sit at tables while an announcer calls out numbers 
taken at random from a slowly revolving drum. The first 
player to cover five numbers on a card in a row, vertically, 
horizontally, or diagonally, shouts “Bingo” and becomes 
the winner of that game and recipient of a prize in cash 
or merchandise. Odds are more than 200 to 1 against a 
player’s winning a given game, and 7 to 1 against winning 
one of the 30 to 35 games ordinarily played in one evening. 


Most Roman Catholic churches sanction bingo playing 
for charitable purposes, and most Protestant churches and 
Jewish congregations disapprove..* When New Jersey 
voted in 1954 to legalize bingo playing on a local-option 
basis, 501 of 564 municipalities immediately voted to au- 
thorize the game. Groups conducting bingo games in that 
state grossed $23 million in 1959, an increase of $2 million 
over 1958 receipts. 


Non-profit organizations raised nearly $5 million from 
total bingo receipts of $21 million during the first two years 
of legal play in New York State. The state’s voters legal- 
ized bingo on a local-option basis in November 1957. A 
report issued last Nov. 18 by the State Lottery Control 
Commission said that in the two years since legalization 


12 The state’s share of pari-mutuel receipts in Pennsylvania is to go into 
fund for distribution among agricultural societies holding fairs 

3 Floyd G. Arpan, ‘"The Big Battle Over Bingo,” Look, Nov. 11, 1958, p. 91 

% The Methodist Church's quadrennial genera] conference, meeting at Denver on 


May 5, adopted a resolution urging churches not to stage raffles, lotteries or games 
of chance 


a special 
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a total of 6,737,196 players had paid $21,353,272 to play 
903,288 games and had won prizes totaling $15,047,425. 
Municipalities received $366,820 in license fees and paid 
one-half of the proceeds to the state. New York restricts 
bingo playing to parties sponsored by non-profit organi- 
zations.!® 


VIDESPREAD UNLAWFUL TRAFFIC IN SLOT MACHINES 

Slot machines are legal in the United States only in 
Nevada and in four Maryland counties, but the devices are 
found in many other parts of the country. It was estimated 
in 1950 that 200,000 machines were in operation, yielding 
an average profit of $100 a week to give the operators a 
total “take” of at least a billion dollars a year. Working 
parts of the machines can be set to return to players only 
a small proportion of each dollar risked, and never to hit 
a jackpot at all. Identification of “one-armed bandits” 
with organized rackets has prevented widespread legali- 
zation of slot machines. 


In Charles County, Maryland, the number of licensed 
slot machines has risen from 866 in 1952 to 2,338 in some 
200 establishments today. The other three Maryland coun- 
ties which license slot machines have 2,300 among them. 
Levies on gambling in Charles County supply nearly one- 
fourth of the county’s revenue; $339,190 from slot ma- 
chine profits of $4,544,000 in 1958 went to the county 
government. When it appeared last year that outside syn- 
dicate interests might try to muscle in locally, Maryland 
enacted legislation limiting the number of slot machines 
to 35 in any one establishment and requiring fuller dis- 
closure of financial interests in the gambling establish- 
ments. 


Slot machines have become an issue in this year’s politi- 
cal campaign in Maryland. Ray Martin, a candidate for 
the House of Representatives from the Maryland congres- 
sional district which includes the counties licensing slot 
machines, charged on May 2 that there had been “wholesale 
violation” in Maryland of the federal statute regulating 
interstate shipment of slot machines. Martin asked Presi- 


“ The New York State Lottery Control Commission recently announced revocation 
f the bingo licenses of a church and of an American Legion post, both in New 
York City Elever ther license tw f them held by churches, were suspended 
pending filing of proper financial] reports. The Post Office Department has ruled that 
bingo is a lottery and therefore cannot be promoted through the mails 


Ernest Havemann, “Gambling in the United States,” Life, June 19, 1950, 
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dent Eisenhower two days later to order the Justice Depart- 
ment to investigate the gambling situation in Maryland 
as it is affected by federal statutes. The commissioners 
of Anne Arundel County, Maryland, also asked the federal 
government, May 12, to investigate “out-of-state interest” 
in the county’s slot machine operation. 


A federal law sponsored by Sen. Edwin C. Johnson 
(D Col.), approved Jan. 2, 1951, made it a crime to transport 
slot machines or their parts in interstate commerce, except 
in cases where the state of destination had enacted legis- 
lation specifically authorizing importation of the machines. 
Only Nevada has enacted such legislation. The federal 
statute was vigorously enforced until court interpretations 
got in the way. The term “slot machine” was narrowly 
construed, and efforts by the Justice Department to compel 
registration of intrastate sales eventually were held by the 
Supreme Court to go beyond the scope of the act. The 
effect of the court decisions was to allow slot machine 
makers to sell to persons within the state of manufacture 
without any registration of either machine or purchaser. 
Many machines so sold were later transported out of the 
state by the unidentified buyers. Even in cases where 


federal agents found machines operating illegally, they had 
no means of tracing their origin. 


Inability of government prosecutors to meet the strict 
burden of proof required under the court interpretations 
has reduced cases brought under the 1951 act to an average 
of only one or two a year. Corrective legislation drafted 
by the Justice Department has been submitted in each 
of the past three Congresses, but no final action has been 
taken in either house. The latest measure, to revise the 
act in its entirety, has been before the Senate Committee 
on Interstate and Foreign Commerce since last year with- 
out receiving a hearing. 


Four slot machine manufacturing plants in the United 
States are known to federal agents. Two operate in Mary- 
land and two in Illinois. One of the Maryland plants began 
operating in the spring of 1958 after it had been put out 
of business in Cook County, Ill., by an anti-gambling drive. 
A representative of the company told Washington Post 
reporters on April 25 that only about 5 per cent of its 
business was accounted for by the demands of licensed 


7 United States v. Five Gambling Devices, 346 U.S. 441 (1958) 
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establishments in Maryland. Shipments to Nevada and 
overseas were said to make up the remainder. 


PERSISTENCE OF NUMBERS RACKET IN LARGE CITIES 


The numbers or “policy” !* racket, though illegal in every 
state, flourishes in big cities on an extensive scale. Brought 
to New York by Italian immigrants in the late 19th cen- 
tury, the numbers game has attracted a wide following 
among members of low-income groups. 


It is agreed that the numbers game constitutes the most 
widespread illegal activity in New York City, where an 
estimated total of 1,500,000 players put an aggregate sum 
of about $300,000 a day on the numbers. “Another edu- 
cated guess is that as much as $4 million is bet each month 
in Harlem and the Bedford-Stuyvesant area of Brooklyn 
alone.” !* Mayor Robert King High of Miami, Fla., said 
on Feb. 12 that numbers racketeers were making $100,000 
a week in that city’s Negro districts. A District of Co- 
lumbia police inspector has estimated that more than a 
thousand persons are regularly employed in the numbers 
racket in the nation’s capital, where the total “take” 
amounts to well over $10 million annually. Up to 10,000 
people are believed to be employed in various phases of 
the numbers operation in New York City. 


The chance of getting a 600-to-1 return for picking three 
correct numbers, from 000 to 999, in their proper order, 
and an 8-to-1 return for locating one correct number in 
the daily combination, lures bettors into gambling pennies, 
nickels, dimes and dollars. American “policy” originally 
was a true lottery, with drawings of numbers from a bag. 
Chicanery under that system led to the present practice 
of basing the winning numbers on the daily U.S. Treasury 
balance or on pari-mutuel pay-offs on certain races at a 
designated track. . 


The numbers racket is reported to operate more or less 
openly in Harlem as a result of protection pay-offs and 
imposition of only light fines on those picked up in periodic 
roundups. A writer who recently investigated operation 
of the numbers racket observed: “The numbers remains 
the game of the slums—the poor man’s roulette. Every 
player knows a story about someone (a friend, or the 


’ The term “policy” probabl va lerived from the Italian word “polizza,”” mean- 
her or pt 


*Dan Wakefield, “Harlem's Magic Numbers,’ The Report 


er, Feb. 4, 1960, p. 25 
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friend of a friend, or somebody up in the next block) 
who hit and made the escape to a better life. . . . How else 
can you live in the slums and buy a dream like that so 


99) 99 


cheap? 


Proposals to Extend Legal Gambling 


ANTI-GAMBLING LEGISLATION has been attacked in 
some quarters on the ground that it promotes immorality 
by providing a livelihood for professional criminals, by 
exerting a corrupting influence on enforcement agencies, 
and by leading otherwise law-abiding citizens to partici- 
pate illegally in an activity which they believe to be essen- 
tially innocent. Why then, it is argued, should not gov- 
ernments permit betting of various kinds under carefully 
controlled conditions and thereby drive the racketeers out 
of business? Off-track betting on horse races, and state 
or national lotteries, are most frequently mentioned as types 
of gambling which, if legalized, would enable governments 
to tap a prolific source of revenue now going almost wholly 
into the underworld treasury. 


DEBATE OVER LEGALIZING OF OFF-TRACK BETTING 


No state in recent years, with the exception of Nevada, 
has sanctioned off-track betting. The system authorized 
in Nevada involves licensing of bookmakers, who pay a 3 
per cent tax on gross winnings. Because the state allows 
many types of gambling, interest in off-track betting is 
minimal. Only ten bookmaking establishments have been 
licensed.?! 


Mayor Robert F. Wagner of New York City has advocated 
legalization of off-track betting to help solve pressing fiscal 
problems of the metropolis. A committee named by Wagner 
to study the proposal divided 4-2, Feb. 6, 1959, in favor of 
establishing, with voter approval, a municipal system of 
off-track pari-mutuel betting stations. The committee esti- 
mated that, after deduction of expenses and of payments 
to cooperating tracks, a system of off-track betting might 

® Ibid., p. 26 


“To prevent taking of bets from outside the state, placing of bets by telephone is 
prohibited 
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yield revenue of as much as $200 million to be equally 
divided between the governments of New York State and 
New York City. 


The committee reported that as many as 86 per cent 
of New York City residents participating in a recent poll 
on the question had endorsed the proposition. It pointed 
out that illegal bookmaking “exists almost universally, 
wherever horse races are run, and has stubbornly resisted 
vigorous suppressive measures.” To reinforce its case, the 
committee majority added: “The history of restrictive gam- 
bling and liquor sale legislation demonstrates that it is 
impossible to effectively enforce the prohibition of activi- 
ties for which there is a persistent public demand, par- 
ticularly in the case of democratic countries where law 
enforcement requires public support.” 


The two-member minority of the Mayor’s committee 
contended, on the other hand, that legalization would pro- 
vide new opportunities for bookmakers and increase rather 
than reduce police corruption. The minority report noted 
that bookies, in addition to taking bets on horse races, 
handle wagers on baseball, football, basketball, boxing and 


other sports. Many of the bets they take are on horse races 
at out-of-town tracks which legalized betting places would 
not be authorized to handle. Bookies attract business by 
extending credit, picking up bets, and accepting unusual 
types of bets. The minority committeemen insisted that 
“Betting stations will encourage play as [they have] in 
New Zealand, France, etc., and with more bettors there 
will be more play for the illegal bookmakers.” Racing 
associations, which operate the tracks, presumably would 
profit from an increase in lawful betting, but they have 
traditionally opposed off-track betting. It is believed that 
they fear that spread of gambling might lead to demands 
for elimination of all horse-race betting. 


Despite the committee majority’s recommendation in 
favor of off-track betting, Mayor Wagner’s proposal made 
no headway at either the 1959 or the 1960 session of the 
New York State legislature. The Mayor, a Democrat, on 
March 17, 1959, accused the Republican state administra- 
tion of demonstrating “an amazing amount of concern 
for the . . . brokers and the bookmakers, and correspond- 
ingly little for the people of New York City.” A break in 
the solid Republican opposition came on May 8, 1960, how- 
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ever, when Attorney General Louis J. Lefkowitz went on 
record in favor of a referendum on the question of off- 
track betting in New York City.” 


PLANS TO AUTHORIZE LOTTERIES TO RAISE REVENUE 

At least 28 nations make use of national lotteries to 
satisfy the gambling instincts of their people and at the 
same time raise tax revenues.2* Lotteries were utilized 
frequently by the American colonies to raise money for 
specific purposes, and a number of states and cities contin- 
ued the practice up to the middle of the 19th century. 
Congress finally put the last remaining state lottery, in 
Louisiana, out of business by barring lottery tickets and 
advertisements from the mails in 1890.*4 


Bills to provide for a national lottery were introduced 
in Congress all during the depression decade of the 1930s, 
and again after Pearl Harbor as a means of raising war 
revenues, but none made progress. No greater encourage- 
ment has been given to a bill for a national lottery intro- 
duced in each recent Congress by Rep. Paul A. Fino 
(R N.Y.). Fino asserts that a federal lottery would bring 
in an additional $10 billion of revenue annually. No hear- 
ings have been held on the Fino bill, but Budget Director 
Maurice H. Stans expressed opposition to it in a letter 
to the Ways and Means Committee last year. The late Sen. 
Richard L. Neuberger (D Ore.), who opposed legalizing 
any form of gambling, wrote two years ago: 

Three basic reasons dictate against [a federal lottery]: (1) It 
would collect funds not from those best able to pay but from those 
least able to resist the temptation to gamble. (2) It would have 
an unfortunate impact upon the nation’s standard of living, becaus« 
many of the people pouring their incomes into the federal lottery 
would be heads of families. (3) Such an example set by the 
government of the United States would inevitably encourage stat 

and local governments to depend on the same unsound method 
to fill their exchequers.25 


At the same time, Neuberger conceded that his mail indi- 


2 Mayor Wagner ed Lefkowit statement a “major breakthrough” and pre- 
dicted that the state legislature ultimately would approve the off-track betting | 
Mayor Richard J. Daley 
track betting 


4 lar 
f Chicago is another public official who has endorsed off- 


2 Gov. Thomas E. Dewey of New York said « Jan. 16, 1950: “I do not believe it 
is mere coincidence that most of these natior are in bad financial condition, and 
their people poverty-stricken.’ His statement t n reply to a proposal by New 
York City Mayor William O'Dwyer that the tate legislature authorize controlled 
betting on pub rts event 

* See “Government Lotteries,” E.R.R., 1942 Vol. I, pp. 339-342 

*Richard L. Neuberger, “No National Lott« " Christian Century, April 30 


1958, p. 530 ; 


I 
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cated that a substantial number of Americans thought a 
national lottery might offer a practical means of augment- 
ing federal revenues. 


Lottery plans have attracted some interest in the states 
of late. New York Democratic Chairman Michael H. Pren- 
dergast said on Feb. 27 that it was time Gov. Rockefeller 
considered such a proposal. A poll taken by an assembly- 
man in a district of Westchester County early this year 
showed 546 of 678 participants favoring a state lotter) 
to produce additional funds for public education 


A lottery bond plan now in its third year of operation in 
Great Britain eliminates some of the features found objec- 
tionable in most lotteries. British lottery bonds are sold 
at banks and post offices. Purchasers receive, in lieu of 
1 per cent interest, tickets on a monthly drawing that pa) 
off in more than 17,000 tax-free cash prizes ranging from 
$70 to $2,800. With each $14 bond the buyer gets five 
lottery tickets and becomes eligible for five chances in the 
drawing after a six-month wait; he remains eligible for 
later drawings as long as he holds his bond. 


The British Treasury sold $185 million worth of lottery 
bonds in the fiscal year ended March 31, 1959—‘‘enough 
to cover more than a third of the government’s overall debt 
6 Losers in lottery drawings can gain com- 
fort from the fact their capital investment is not at stake 
The bonds are always worth their face value and can be 
cashed at any time. The British bond lottery caught the 
fancy of Percival F. Brundage, former U.S. Budget Direc- 
tor; shortly before he retired in March 1958, Brundag« 
recommended adoption of a similar plan in this country. 


in the year.’ 


STRENGTH OF OPPOSITION TO LEGALIZING OF GAMBLING 


The steadfast opposition of religious groups is believed 
strong enough to hold back any general trend toward sup- 
port of off-track betting or of federal or state lottery 
schemes—at least in the foreseeable futurs No cracks in 
the otherwise tight armor of resistance have appeared any- 
where except in New York, where tax burdens are particu- 
larly heavy. Outside of New York State, proposals to legal 


ize gambling often stir up great storms of prot 
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Some Democrats in Idaho blamed loss of the governor- 
ship in 1958 on the fact that their candidate, A. M. Derr, 
had gone on record in favor of legalizing gambling casinos 
on a local-option basis.27 Gov. Robert E. Smylie, a Repub- 
lican, was re-elected although Democrats won every other 
state office. The commissioners of Dade County, Florida, 
voted unanimously, Oct. 7, 1958, to kill an ordinance— 
approved on first reading a week earlier—that would have 
legalized gambling casinos and slot machines in Miami. 
Vigorous public protests forced the reversal. Objectors re- 
called that the Florida legislature had legalized slot ma- 
chines in 1935 and then repealed the act two years later in 
the light of disclosures of crime and corruption connected 


with the machines. 


©om 


le persons conte! that the nation’s attitude toward 
gambling is hypocritical. Harold O. N. Frankel, president 

f the New York State Criminal Courts Bar Association, 
said on April 19 that it was “inconsistent in an enlightened 
community” to allow gambling at a race track and to make 
it a crime to bet away from the track. Municipal Judge 
Abraham H. Baker of Rome, N. Y., imposed a $500 fine on 
a bookmaker last Oct. 26 but refused to send him to jail. 
Baker said the legislature ought to decide “‘whether it 
t j ] 1] 


Wants Oo aeciare 


gambling in the state illegal or to 
legalize it throughout.” District Attorney Frank D. 
O’Connor of Queens County, New York, asserted before a 
convention of the New York City Federation of Women’s 
Clubs on May 7 that laws on gambling are inherently 
equivoca] and have created in the public mind “a disgust 


ae 9 
1Or all iaws 


tice of Boston’s municipal court, 

expressed another view of the gambling problem when he 
wrote last winter: “If we reaily want to control the bookies 
and the numbers writers, we should reveal a greater 
capacity for controlling ourselves. Fewer race tracks, 
fewer racing dates, less racing news will mean less business 
for the professional gambler; and less business for him 
means fewer bookies. Today the climate is favorable to 
gambling as an industry. If the industry is to be curbed, 
the conditions under which it thrives must be corrected.” 2% 
A 1947 Idaho law authorizing licensing of slot machines on a local option basis 


was ruled unconstitutional in 1949 by the state supreme court 
* Elijah Adlow, op. cit., p. 185 
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